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On O c t o b e r  5 ,  1 9 8 2 ,  S o u t h  C u m b e r l a n d  Wate r  D i s t r i c t  

("South C u m b e r l a n d " )  f i l e d  nn a p p l i c a t i o n  w i t h  t h c  Conmlsslon 

t o  i n c r e a s e  i t s  r a t e s  p u r s u a n t  t o  807 kAK 5:076, A l t e r n a t i v e  

R a t e  A d j u s t m e n t  P t o c e d u r c .  f o r  Snall U t i l i t l a s  ( * ' A l < F ' ' ) .  I n  

t h e  a p p l i c a t i o n  S o u t h  C u m b e r l a n d  r c q u c s t c d  a n  i n c r e a s e  o f  

$ 5 , 7 2 0  i n  annual r e v e n u e .  T h c  proposed rates actually would 

p r o d u c e  a d d i t i o n a l  r c v e n u c  of  $ 1 4 , 7 6 4  a n n u a l l y ,  an i n c r e a s e  

of 24 p e r c e n t .  D n s c d  on t h c  d c t e r n i n a t i o n  h e r e i n ,  t h c  

r e v e n u e  o f  South C u m h e r l a n d  w j l l  i n c t e n s c  by $13,213 

a n n u a l l y ,  a n  i n c r e a s e  o f  2 1  p e r c e n t .  

A h e a r i n g  w a s  n o t  r e q u e s t e d  f n  t t r l h  m a t t c r  a n d  i n  

o c c o r d a n c c  w l t l i  t l i c  p t o v l t l o n s  of ~ 1 . c  A K t '  I IO  t i c . a r l n g  was 

c o n d u c t c t l .  T h c r c f o r c . ,   ha d c c l u l o r i  o f  t1:c C o r n m i u s i o n  is 

b a a e d  o n  i n f o r m a t i o n  c o i l t a i n c ~ d  i n  t t i c  n p p l l c n t l o n ,  u r i  t t c n  

e u b m i s s l o n s ,  a n d  tl ic n n n u i i l  r c p u r t e  a n d  o t h e r  dcicciric-nte on 

f i l e  i n  t h e  C o r n m j s s i o n ' s  o f f i c e s .  
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S o u t h  C u r n b c r l a n d  I s  a n o n p r o f i t  w a t e r  d i s t r i b u t l o n  

s y s t e m  o r g a n i z c d  a n d  c x i s t l n g  u n d c r  t h e  l a w s  o f  t l l c  

Commonwealth o f  K c n c u c k y ,  a n d  s c r v c s  a p p r o x i n a t c l y  473 

c u s t o m e r s  i n  C u R h r r l a n d  C o u n t y .  S o u t h  C:ur .1>c!r lanJ ' s  s u p p l i e r  

o f  water i s  t h e  C i t y  o f  H u r k c s v i l l c  ( " l 3 u r k c s v i l l c " ) .  

T E S T  P E R I O D  

T h e  Commission h a s  a d o p t e d  t l i c  1 2 - n o n t l i  p e r i o d  e n d i n g  

D e c e m b e r  31, 1 9 g 1 ,  a s  t l tc  t c s t  p e r i o d  f o r  d c t c r m l n i n g  t h e  

rcasonablcncss o f  t h e  p r o p o s u d  r a t e s .  I n  u t i l l z l n g  thc  

h i s t o r i c a l  t e s t  p e r i o d ,  thc C o m m i s s i o n  has g i v e n  f u l l  

c o n s i d e r a t i o n  t o  known a n d  m e a s u r a L l c  changes i o u n d  

r c n s o n a b l t ! .  

I< L v L iU u E s A rq o L: x P E IJ  s I: s 

T h e  A R F  w a s  e s t a b l f s l i e d  to p r o v i d c  a slmpllficd a n d  

less c x p c n s i v e  m e t h o d  f o r  s m a l l  u t i l i t i c s  t o  a p p l y  f o r  r a t e  

i n c r e a s e s  with t h e  Commission. T h e r e f o r e ,  t l ie f f n a n c j a l  d a t a  

from t h o  1 9 8 1  a n n u a l  r e p o r t  i s  usr-d  a s  ttic busis for 

d e t e r m i n i n g  S o u t h  Cunbcrland's r c v e n u c  rcqc11 r c m c n t s .  S o u t h  

C u m h c r l o n d  p r o p o s c c l  n o  ~ p r 2 c j  f j c  a r f j i i t i t r i c ~ n t s  t o  t h c  t e s t  

p e r i o d  o p e r a t i n g  s t a t c m c n t  h u t  m a d e  p,c .ncro l  s t n t c n c n t ~  i n  f t 6  

u y p l l  c n t l o n  c o n c c r i I i n g  I r i c r c ~ s c * s  I n  c x p c n s c r ; .  I n  a c c o r d n n c c  

w i t 11 t h r .  

f o l l o w i n g  a d j u s t m e n t s  h a v e  b e e n  i n s d c  t o  S o u t h  C u m b e r l a n d ' s  

test p e r i o d  o p e r a t i n g  s t a t c m c n t  t o  r e f l e c t  actual and 

a n t i c i p a t e d  operating conditions: 

t tic Cornni 1 b: H 1 o n ' 11 n o  I - ~ I ~ R  I r n L c e -  i n  i t  k i 1 1  1'0 I 1 c 1 L. H 
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O p e r a t j n g  Revenuc 

T h c  1 9 6 1  a n n u a l  r e p o r t  r e f l e c t c d  r e v e n u e  from water 

sales o f  $65,370. U p o n  e x a m i n a t i o n  of  t h e  b i l l i n g  a n a l y s i s  

i t  v a s  d e t e r m i n e d  t h a t  a c t u a l  r e v e n u p  produced f r o m  t h e  sale 

of w a t e r  was $ 5 6 , 3 7 1 .  S o u t h  C u m b e r l a n d  s u b m i t t c d  a l c t t c r  o n  

’ I p r i l  2 7 ,  1 9 8 3 ,  u h l c h  r c f l c c t e d  t h a t  t a p - o n  f c c s  I n  t h e  

a m o u n t  of $6,615 h a d  b c c n  i n c l u d e d  i n  t h e  r c v c n u c  a m o u n t  

l i s t e d  in t h e  a n n u a l  r e p o r t .  R c v c n u c  o b t a i n e d  f r o m  c u s t o m e r s  

i n  t h e  form o f  t a p - o n  l c c s  is n o t  c o n s i d c r c d  operating 

r e v e n u e  i n  a c c o r d ~ n c e  w i t h  t h c  U n i f o r m  S y s t e m  of A c c o u n t s . .  

T h e r e f o r e ,  t h e  Conmission has e x c l i i d c o ’  C h e  $ 6 , 6 1 5  f r o m  

r c v c n u e  f o r  r a t e - m a k i n g  p u r p o s e s .  

D u r i n g  l Y U l  S o u t h  C u i n b c r l a n d  j n c r e a s c d  t h e  n u m b e r  o f  

c u s t o r n c r s  s e r v e d  b y  1 3 5 .  T h e  C o m m i s s i o n  h a s  n a d c  a d j c s t m c n t s  

t o  expenses t o  r e f l e c t  t h e  a d d i t i o n a l  c o s t s  associated w i t h  

p r o v i d i n g  s e r v i c e  t o  t h e s e  c u s t o r c r s ,  t h e r e f o r e ,  o n  

a d j u s t m e n t  s h o u l d  be made t o  r e f l e c t  t h e  a d d i t i o n a l  r e v e n u e  

t h a t  will b e  p r o d u c e d  f r o m  a d d i t i o n a l  s a l c s .  T h e  Commission 

h a s  i n c r e a s e d  t e s t  y e a r  r c v c n u c  b y  $ 5 , 5 1 6  t o  r e f l e c t  t h e  

n m o u n t  of  r c ~ v c ~ n i ~ c ~  p r c ~ d u c e d  b y  t hi: c t i r r t * i i t  r n t c . 6  I>of;cd on t h p  

nu-mher  of  C U S ~ O C I ~ K S  n t  t h c  e n d  o f  t h e  t i ’ s t  p c r l o d ,  wli1r.h 

resuiis i i i  a d j i r s t e d  o p v r n t l i i l ;  r c v e i i u C ~  o f  $ 6 1  , 8 8 7 .  

O p e r a t i o n  Labor 

T h e  1 9 8 1  a n n u a l  r e p o r t  r c f l c c t c d  a n  c x p e n s c  f o r  



f o r  p e r f o r m j n g  m o n t h l y  b i l l i n g  a n d  rnctrr r e a  Ire. S o u t h  

C u m b e r l a n d  also p r o v i d e d  t h e  c t ~ l c u l a t i o n s  r l s c d  i. d e t e r m i n i n g  

the p a y m e n t  to bc m a d e  to B u r k c s v i l l e  f o r  p e r f o r m i n g  t h e s e  

s e r v i c e s .  T I i c  c . o n p c n s a t i o n  p a i d  t o  C u r k c s v l l l e  d u r i n g  t h c  

t e s t  y e i r  w a s  b n s c d  o n  a r a t e  of  $ h 5  p c r  t i ; o 1 l t t 1  arid $ . 5 0  pt’r 

b i l l  r e n d e r e d  a n d  $ . S O  p e r  n c t e r  r e a d  p e r  m o n t h  p l u s  a n y  

n i s c e l l a n e o u s  e x p e n s e s .  I n  or2cc.r t o  r c f l c c t  t l ic  c u r r e n t  c o s t  

of t h e s e  s e r v i c e s  t h e  C o m m i s s i o n  h a s  c a l c u l a t c d  t h c  a n n u a l  

c o s t  b a s e d  o n  4 7 3  c u r r e n t  c u s t o m e r s  a n d  inc tc r  r c a d i n g  b y  

S o u t h  C u m b e r l a n d .  This r e s u l t s  i n  a n  a n n u a l  c x p c n s c  of 

$ 3 , 9 3 4 ,  w h i c h  is $ 1 , 5 6 0  l e s s  t h a n  t h c  a c t u a l  t e s t  y c n r  

c x p c n s e .  A 1  t l i o u ~ l i  L h i  fi 1: t i  ;I p r o p c ’ r  opcrzit i 1 1 1 ;  c . x p c n s e  i t h a s  

b c c n  i m p r o p e r l y  a s s i g n c d  a n d  s h o u l d  b c  c h a r g e d  t o  A c c o u n t  

9 0 2 ,  h c c o u n t i n c  a n d  C o l l r c t i n g  L a b o r .  

T l i c  b r c n l t d o w n  o f  A c c o u n t  6 0 0  a l s o  l i s t e d  $ 3 6 0  o f  

e x p e n s e s  p a i d  t o  R u r k e s v i l l c  f o r  t a k i n g  s a m p l e s  o f  S o u t h  

C u m b c r l a n d ’ s  w a t e r  f o r  regulatory a g e n c i e s .  T h i s  cxpcnse i s  

a l s o  l m p r o p c r l y  c l o s s j i i c d  a n d  ~ h o u l d  l i a v c  b e e n  c t ie rgcd  ta 

A c c o u n t  6 3 0 ,  O p c r a t i o n  L a b o r .  

T h e  b r e a k d o w n  of  A c c o u n t  6 f i O  a l s o  r c , f l e c t s  t h ~ t  

c * x p ~ i i ~ c b ~  of $ 7 , 1 3 7  f o r  w ~ J ~ P  p ~ ~ r r n r i ; t c * d  i I I  ( l i p  jnstn!latlon o f  

n c w  I l n c r ;  w e r e  I n i p r o p c r l y  4 n c l i i r l i . d  t l i c r c l n .  I n  a c c o r d ~ i r i c r -  

u f t h  t l i c  U n i f o r m  System of A c c o n n t e  f o r  C l a a s  C W a t 6 . r  

U t i l i t i e s ,  S o u t h  C u n b c r l ~ n d  s l i o u l d  c o p i t a l j z c  all c o s t s  of 

c o n s t r u c t i o n .  ‘ C h e r c f o r e ,  t h c  C o m m i s s i o n  h a s  r ? x c l r i d c d  t h i s  as 

a n  e x p e n s e  f o r  r a t e - m a k i n g  p u r p o s e s  h e r e i n .  
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T I I C  c u r n r ~ l a t i v ~ ~  c f f ~ c t  n f  t.hcsc1 a d j i i s t i n c - n t s  i s  t o  

decrease t h e  t c s t  p e r i o d  o p e r a t i o n  l a b o r  c x p c n s c  h y  $ 1 0 , 1 4 2 .  

P u r c h a s e d  Water  

T h e  C o m m i s s i o n  h a s  determined t h a t  S o u t h  Cumberland's 

p u r c h a s e d  w a t e r  costs s h o u l d  be I n c r c a s c d  b y  $8,029 t o  

r e f l e c t  t h e  i n c r c a s e d  c o s t  of p u r c h a s c d  w a t e r  f r o m  

U u r k e s v i l l e ,  e f f c c t l v c  J u l y  1 ,  1 Y 8 2 .  

S o u t l i  C u m b e r l a n d ' s  J 9 i i l  a n n u a l  r e p o r t  shows t h a t  l l n c  

loss for t h i s  ~ c r l o t l  was 3 0  p e r c e n t .  T h c  C o c i n i s s i o n  has a n  

e s t a h l i s h r d  p o l i  c y  for r a t c - m a k i  n g  ~ ~ u r p o s c l s  o f  d i s a 1 l o : ~ i n g  

t h e  c o s t  a s s o c i a t e d  w i t h  l i n e  loss i n  C X C C G S  of 15  p e r c e n t .  

I n  a p r i o r  r a t e  c a s e ,  C a s e  No. 7 1 3 2 ,  S o u t h  C u m b c r l o n d  w a s  

r e p r i m a n d e d  for its e x c c s s i v c !  l i n e  loss a n d  was i n s t r i i c t c d  t o  

m a i n t a i n  a program of leak d c t c c t i o n  a n d  c o r r c c t i o n  u n t i l  

line loss had. b e e n  r e d u c e d  t o  1 5  p c r c c n t .  I n  t h e  O r d e r  o f  

N o v c n b c r  1 1 ,  1 9 2 2 ,  t h c  C o m m i s s f o n  also o r d c r c d  S o u t h  

C u m h c r l a n d  t o  s u b m j t  m o n t h l y  r e p o r t s  s t a t i n g  t h e  q u a n t i t y  of 

w a t e r  p u r c h a s e d ,  t h c  q u a n t i t y  o f  w a t e r  sold a n d  t h e  q u a n t i t y  

u n a c c o u n t e d  f o r  u n t l l  l i n e  loss f o r  t h e  u t j l i t y  h a d  b e e n  

r e d u c e d  t o  1 5  p e r c e n t .  As t o  this d a t e  no  r e p o r t s  h a v e  been 

s u b m i t t e d  b y  S o u t h  C u m h e r l a n d .  In a n  i n f o r m a t i o n  requcss t  i n  

t h i s  m a t t e r ,  S o u t h  C u n b c r l a n d  was g i v e n  t h e  o p p o r t u n i t y  t o  

p r e s e n t  c i v i d c n c e  on t I , e  C ~ X C C R S ~ V C ~  l i n c  Ions. H o w p v e r ,  S o u t h  

C u n b e r l a n d  f n i l c d  to p r c s r n t  a n y  d a t a  I n  s r i p p n r t  of  i t f i  

c x c c s w l v c ~  l l n c  J O G S  ottrc.r t h r i i i  N L I I ~  f n f :  t h a t  i t R  l i n e  l o f i n  

w o u l d  n o t  b c  a s  g r e a t  i f  t l i c  w i i t i ' r  lost b y  t h r  m o n t h l y  

f l u s h i n & :  r . r f  I l n e f i  Rnd t h e  a m o t r n t  i i s c d  b y  t h r .  f l r r  d e p a r t m c n t  
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were c o n s i d c r c d .  N o  u s a g e  a m o u n t s  w c r c  p r o v i d c d  b y  S o u t h  

C u m b c r l a n d  t o  a c c o u n t  f o r  t h c  c f f c c t  o f  t h c s c  tuo f a ctors o n  

the reported I j n e  loss. T h c r c f o r c  t h c  C o m n i s s i o n  h a s  m a d e  a n  

a d j u s t m e n t  o f  $ 4 , 3 5 6  t o  e x c l u d c  t h e  c o s t  a s s o c i a t e d  with t h e  

line loss i n  e x c e s s  of 1 5  p c r c c n t .  

T h e  c u m u L a t i v c  c f f c c t  of t h c s e  a d j u s t m e n t s  is t o  

i n c r e a s e  the t e s t  p e r i o d  p u r c h a s e d  w e t r r  e x p c n s e  h y  $ 3 , 9 3 4 .  

O p e r a t i o n  S u p p l i e s  a n d  E x p e n s c ~ s  

T h e  1381 a n n u a l  r e p o r t  r e f l c c t c d  a n  c x p c n s c  of  $ 7 , 3 1 1  

for o p c r e t  5 o n  s u p p l  i C" n n d  C X ~ P R S C ~ S .  1 1 1  r e s p o n s e  t o  o n  

i n f o r m a t i o n  r e q u e s t  S o u t h  C u ~ ~ b c r l a n d  s t a t e d  t h a t  t h c  t o t a l  

a m o u n t  of t h e  c x p c n s e s  i n c l u d e d  i n  O p e r a t i o n  S u p p l i e s  a n d  

E x p e n s e s ,  A c c o u n t  6 4 1  , should l i a v c  F c c n  c a p l t a l i z e d .  

T h c r e f o r c ,  t h e  t e s t  p e r i o d  o p e r a t i o n  supplies a n d  c x p e n s c s  

has been d e c r c n s c d  b y  $ 7 , 3 1 1  f o r  r a t c - m a k i n g  p u r p o s e s .  

O f f i c e  S u p p l i c s  a n d  O t h c r  E x p c n s c s  

T h e  1 9 8 1  n n n r i a 3  r e p o r t  r e f l e c t e d  i l i i  i . s p e n s c  for o f f i c e  

s u p p l i e s  a n d  o t h c r  e x p e n s e s  of $ 7 , 2 1 6 .  I n  r c p o n s e  t o  an 

i n f o r m a t i o n  request S o u t h  C u m b c r l a n d  f i l e d  a b r e a k d o w n  of 

O f f i c e  S u p p l i e s  a n d  O t h c r  i - x p c n s c s ,  A c c o u n t  9 2 1 ,  w h i c h  l i s t e d  

i n v o i c e s  t o t a l i n g  $ 7 , 3 7 4 .  I n c l u d e d  t b r r c l n  wcre  t h e  u t i l l t y  

bills f r o m  T r i - C o u n t y  E l e c t r i c  H c m b e r s h i p  Corporation 

( " T r i - C o u n t y  I : ! I C " )  f o r  c l r c t r l c  . s r r v i c c -  p r o v j d c . t l  I n  19:{1 

t o t e l i n g  $4,768. A l ~ l l o u g h  t l i l ~  1 s  a p r o p c r  o p e r a t i n g  c x p e n s c  

i t  l iaa b c c r r  improperly o t i a i ~ n c * t l  R I I ~  t , l i o i i ld  bc. p1ncc .d  i n  Y r i c l  

or P o w c r  P u r c l i a e e d ,  A c c o u n t  6 2 2 .  T h i s  h rcbakdown of  A c c o u n t  

9 2 1  l i s t e d  $ 2 4  as a n  c B x p c n s c ?  for t e s t i n 8  r J c r f o r n i c d  b y  t h c  
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D e p a r t m c n t  o f  N a t u r a l  R e s o u r c e s .  T h i s  e x p e n s e  is a l s o  

i n p r o p e r l y  a s s i g n c d  an6 should h a v e  b c c n  claaafficd as 

O p e r a t i o n  S u p p l i c s  a n d  E x p c n s c s ,  A c c o u n t  6 3 2 .  

A l s o  l i i c l u d e d  I n  t h e  breakdc;wn of A c c o u n t  9 2 1  w e r e  

expenses of $295 t o r  regulators, t u b i n g  a n d  s e r v i c e  s a d d l e s  

which a r e  m a t e r i a l s  u s c d  I n  t h c  1 n R t n l l n t l o n  of' ncw e c r v l c c  

c o ~ n e c  t i o n s  . I n  a c c o r d a n c c  w i t 1 1  t h e  U n i f o r m  S y s t c n  of 

A c c o u n t s  for C l a s s  C Water Utilities, S o u t h  C u i n b c > r l a r i d  should 

be c a p i t a l i z i n g  all c o s t s  o f  c o n s t r u c t i o n .  O t h e r  i n v o i c e s  

t o t a l i n g  $541 i n c l u d e d  w i t h i n  t h i s  h r c a k d o w n  w e r c  f o r  i t e m s  

u s e d  i n  r e p a i r s  s u c l l  as t e e s .  r e d u c e r s ,  n u t s ,  a n d  bolts. 

T t i e s c  c o s t s  arc a l s o  p r o p c r  opcratlng e x p e n s c s  b u t  h a v e  b c e n  

i m p r o p e r l y  assigncd a n d  s h o u l d  h a v e  b c c n  c l i a r g c d  t o  A c c o u n t  

6 4 1 ,  O p e r a t i o n  S u p p l i e s  a n d  Expenses. 

T h c  rict c f f c r c t  o f  t l icsc  n d j u s t r n c n t s  on o f f l c r ?  s u p p l l c s  

a n d  o t h e r  e x p c n s e s  is il p r o  f o r m a  e x y c n s c  of $ 1 , 7 4 6 .  

O u t s i d e  S e r v i c e s  E m p l o y e d  

I n  r e s p o n s e  t o  a n  i n f o r m a t i o n  r c q u c s t  S o u t h  C u m b e r l a n d  

s t a t e d  t h a t  tlic c o s t  i t  l n c u r r c d  t o  h a v e  t h c  1 9 8 1  f i n a n c i a l  

d a t a  a u d l t e d  a n d  c o m p i l e d  i n  t h e  a n n u a l  r e p o r t  t o  t h c  

C o m m i s s i o n  was $1,500. T h e  e x p e n s c  i n c u r r e d  d u r i n g  the t e s t  

y c 3 r  v a s  $ 1  , U S O .  T h c r c * f o r c ,  t l ic  ( ; o m n l i b S i o n  lioti i n c r c e s c t l  

t h i s  c x p c n s c  b y  $ 4 5 0  to reflect tI lc  c u r r c n ~  costs of t h i s  

s c r v i  cc. 

D c p r c c l a t l o n  E x p c n s e  

S o u t h  C u m b c r l a n d  r e p o r t c d  a c t u a l  d e p r e c i a t i o n  e x p e n s e  

f o r  t h e  t e s t  y e a r  of $26.832. T h c  C o n m i s s i o n  f f n d s  t h a t  

- 7- 
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depreciation expense should be computed for rate-making 

purposes on the b a e i e  of the original cost of the plant in 

service lees contributione in aid of construction. T h e  

Commission 1s of the opinion that contributions paid to a 

utility for installation of meters or any other capital 

expenditure have the effect of reducing the utility's capital 

requiremente. The portion of the plant paid for by these 

contributions has been provided to South Cumberland f r e e  of 

cost and, therefore, i t  has nothing to recover by 

depreciating the donated property and should not expect its 

ratepayers to provide this recovery . 
The record herein reflects that the level of 

contrlbutlone in aid of construction at the end of the test 

period was $718,578 vhich is approximately 69 percent of the 

total cost of utility plant in service. Therefore, the 

Commiesion has reduced depreciation expense by $17,965 to 

exclude depreciation on plant paid for with contributions in 

aid of construction. 

Purchased P o w e r  C o s t  

South Cumberland incurred purchased power coat of 

$4,768 in 1981. Thie expense wae improperly assigned to 

Account 921, Office Supplier a n d  Other Expenree, and rhould 

have been placed in Fuel or Power Purchased, Account 622. 

The Coaaieelon has increased thla cxpenac by 51,014 to 

reflect the annual coet of electricity baeed on the current 

rates of Tri-County EMC. In determining the adjustment, the 

Commirrion has used the actual volume of electricltp 

-8- 
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p u r c h a s e d  d u r i n g  t h c  t e s t  y e a r  and a p p l l c d  t h e  r a t e s  of 

T r i - C o u n t y  E M C  i n  c f f c c t  i n  J a n u a r y  19l53.  

I n t e r c s t  Expense 

I n t c r c s t  e x p e n s e  h a s  b e e n  reduced b y  $ 1 5 0  t o  r c f l c c t  

t h e  a n n u a l  i n t e r e s t  c x p c n s e  on l o n g - t e r m  d c b t  o u t s t a n d i n g  a t  

t h c  e n d  o f  t h e  t c s t  p e r i o d .  

A f t e r  c o n s i d e r a t i o n  of thc  a f o r c n c n t i o n c d  a d j u s t m c n t s  

t h e  C o m m l s s j o n  finds t h a t  S o u t h  C u m b c r l a n d ' s  t e s t  p e r i o d  

operations a r c  a s  follows: 

A c t u a l  Pro F o r m a  A d j u s t e d  
T e s t  P e r i o d  A l j u s t m c n t s  T e s t  Year 

O ~ c r o t i n ~  K c v c n u c  $ 05.370 $ < 3 . 4 h 3 >  $ 6 1  . U 8 7  - 
O p e r a t i n g  E x p e n s c  7 7  *YO1 
O p e r a t i n g  Income $<12,531> 
I n t e r c s  t I n c o m e  1 * 9 9 e  
L n t c r c s t  o n  LonK- 

< 2 6 , 1 2 3 >  
$ 22,G40 

5 1 , 7 7 8  
$ lU,lUS 

0 1 , 9 9 8  
_. 

1 9 , 2 5 U  < 1 5 G >  1 9 , 1 0 0  T e r m  D c b t  
tie t Income $ < 2 9 , 7 8 3 >  $ 2 2 , 7 9 0  $ <  6,993) 

S o u t h  C u r n b c r l o n d ' s  a n n u a l  d c b t  s c r v i c c  r c q u i r c m c n t  i s  

$21,100. T hc a d  j 11 s t e d t c s t per I od ope r A t i nc s t a t c m e n  t 

r c f l c c t s  H n c t  loss of $ 6 , 9 9 3  w h i c h  p r o v i d c s  n o  c o v c r n g c  o n  

South C u m b e r J a n d * s  d c L t  s c r v i c c .  T h c  C o m m i s s i o n  i s  of t h c  

a f f e c t  t h e  f 1 n o n c i ; i l  c o n d l  t i o n  o f  S o u t h  C u m b c r l o n d .  T o  

Improve S o u t h  C u m b c r l a n d ' s  d e b t  s c r v i c c  c o v e r a g e  t o  o 

r e a s o n a b l e  lcvc~l o f  1.2, a d d i t i o n a l  r e v c n u c s  of $13,213 a r e  



$ 1 , 9 9 8  will he s u f f i c i c n t  t o  allow S o u t h  C u n b c r l o n d  t o  p ~ y  

i t s  o p e r a t i n g  c x p e n s c s  a n d  m e e t  f t F  d e b t  s c r v l c c  

requirements. 

T h e  C o m m i s s i o n  h a s  & l a d e  a d j u e t r n e n t s  t o  r e f l e c t  a 

n o r m a l  l e v e l  of r c v e n u c  a n d  a x p c n s e s  for r a t e - n a k l n g  

purposes. S o m c  of t h c  adjustments werc  n e c c s s e r y  b c c i i u e c  

S o u t h  C u m b e r l a n d  f a i l e d  t o  follow a c c o u n t i n g  p r a c t i c e s  

p r e s c r i b e d  b y  t h e  U n i f o r m  Systen of A c c o u n t s  f o r  C l a s s  C 

Water U t i l i t i e s  a s  a d o p t e d  b y  t t i i s  Comnfssion. R a t c  

procecdings f i l e d  u n d e r  t l i c  A l t F  K C ~ U ~ K ~   hat I h e  u t i l i t y  

m a i n t o i n  a d c q u a c c  f l n a n c i u l  r e c o r d s  a n d  t h e t  t h e  a n n u a l  

r c p o r t s  be reasonably a c c u r a t e .  T h e r e f o r e ,  I n  t h c  f u t u r c  

South C u m b e r l a n d  should be aware  o f  t h i s  requirement and 

m a i n t a i n  a c c u r a t c  a n d  c o m p l c t c  records i n  order to comply 

w i t h  t h e  r e g u l a t j o n s  cstsbllshcd b y  t h l s  Commission. 

Whcn a u t i l i t y  f l n d s  i t  n c c e s s a r y  t o  o b t a i n  t h c  

i i s s l s t c tncc  of profcssionals, the C o n c i s s i o n  cxpccts the 

u t i l i t y  t o  sccurc'  t h e  services o f  p r o f e s s 3 o n a l s  w h o  a r e  

faniliar w i t h  C o n m i s s i o n  r c g u l n t i o n s  a n d  u t i l i t y  o p c r a t j o n s  

3nd a c c o u n t i n g  r c q u i  r c r w n t t i  t o  ~ G S U ~ C  t h n L  m a x i m u m  b c n c ! f l  t 1 s  

d c r i v c d  f r o c i  t h e  moricy p a i d  lor t h c s c  s c r v i c c s .  It is the 

r e s p o n s i b i l i t y  or' t h e  u t i l i t y  t o  monitor t h e  profeesjonals i t  

chooses t o  c v a l u a t e  t h e  a d e q u a c y  o f  t l i c  sc:rv lccs  b c j n l :  

11 r 11 v 4 i f  e tl . 
0 ' 1  l i l . l ?  I :.;sut*s -.- 

This a g e n c y  i s  c h a r g e d  b y  s t a t u t e  w i t h  the 

responslbility of s c c i n g  t h u t  s a f c  a n d  n d c q u t l t c  s c r v l c c  1 8  

- 1  0-  



p r r ~ v i d c d  t o  t h c  c u s t o r n ~ r s  s e r v e d  b y  t h e  p u h l i c  u t i l i t i e s  in 

th l s  s t a t e .  T h e r e f o r e ,  t h e  C o r n m i  s s l o n  is coiicernccl w i  t l i  

S o u t h  C u m b e r l a n d ' s  f a i l u r e  t o  comply w i t h  t h e  O r d c r  i n  C a s e  

No. 7 1 3 2 ,  d a t c d  N o v c n h e r  1 1 ,  1 9 5 0 ,  w h i c h  r e q u i r e d  t h c  

e s t a b l i s h m e n t  o f  a l e a k  d r t c c t i o n  ai id c o r r c c t i o n  p rogram.  

T h l s  prograci is n e c e s s a r y  i n  order for S o u t h  Cunhcrland t o  

p r o v i d e  n d e q u a t c  s c r v i c e  t o  i t s  c u s t o m c r e .  

T h c  C o m m i s s f o n  vishes to a p p r f s c  S o u t l r  C u m h c r l n n d  of  

tlic s c r i o u s n e s s  o f  j t s  n o n - c o r i i y l l a n c c  wit11 l a w f u l  O r d e r s ,  a n d  

f u r t h e r m o r e  t h a t ,  a s  il r c ~ ~ i l t  of t h i s  n o n - c o m p l i a n c c ,  i t  i r  

s u b j e c t  to t h e  l n p o s i t j o n  of p c n a l t S e s  t i n d e r  K e n t u c k y  I l c v i s e d  

S t a t  u t  e s 2 7 8 . 9 9  0 .  

I n  order t o  a v o i d  t h e  i m p o s l c i o i i  o f  s u c h  p c n n l t i c s ,  

S o u t h  C u m h e r l s n d  s h o u l d  t a k e  i m m e d i a t e  a c t i o n  t o  a c c o n p l i s h  

t h c  leak. d e t e c t i o n  and correction progran: s p e c i f i e d  i n  t h e  

O r d c r  i n  C a s e  1 . 0 .  7 1 3 2  a n d  s h o u l d  r c p o r t  s a i d  a c t i o n  t o  t h e  

Commission within 30 d a y s  of t h c  d a t e  of t h l s  O r d e r .  

S o u t h  C u m l ) e r l a n d  d i d  n o t  p r o p o s e  t o  n l t c r  its r a t e  

d e s i g n  b u t  t o  i n c r c a s c  t h c  p r e s e n t  r e t c  s t r u c t u r e  t o  p r o v i d i ?  

t h e  r e q u e s t e d  r e v c n u c .  A f t c r  r c p c a t c d  r c q u c s t t i ,  S o u t h  

C u n h e r l a n d  f a i l e d  t o  provldc an a c c u r a t e  a n d  u s e f u l  billing 

n i i a l y ~ i i ~ ,  brit  1 L  d i d  p r o v i d c  t l i t r  ; i c t i i a I  usnp.c.  r iacords f o r  t h c  

t c 8 t  y c - a r .  T I r c s c ?  r c c o r d s  w c r c  ucccl  b y  t i t n f l  t o  c o n s t r u c t  t h i -  

b i l l l r \ l i  t r t r t i l y ~ l a  u u c d  t r ~  t l c v ( . l o l )  t 1 1 4 .  r c : v ( ' i i i i v  r c q u i  rc . inont  n n d  

rates c o n t a j n c d  I n  t h i s  Ordcr. 
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T l i c  5 / 8  x 3 / 4  j n c h  a n d  3 / 4  i n c h  m e t c r  blocks w c r e  

c o m b l n c d  t o  r c f l c c t  t h c  s i m i l a r i t i e s  i n  m e t c r  t y p e s .  l h l s  

will h a v e  n o  effect o n  r e v e n u c  b e c a u s e  t l i crc  a r c  n o  c u s t o m c r t r  

i n  t h c  3 / 4  i n c h  nctcr blocks. 

S U H?!A RY 

T h c  C o r . r i n I s . ~ i o r i ,  n i t e r  consideration u f  t l ic c v l d e n c c  of 

r e c o r d  and h e i n g  a d v i s c d .  I s  o f  t h c  o p i n l o n  a n d  f i n d s  t h a t :  

1 .  T 1 1 e  r a t e s  i n  hppcndix A a r c  f a i r ,  j u s t  a n d  

r c a s o n a b l e  r a t e s  f o r  South C u n b c r l n n d  i n  t h a t  they will 

p r o d u c e  a n n u a l  r c v c n u c s  o f  n p p r o x i m a t c l y  $ 7 5 , 1 0 0  a n d  should 

bc a p p r o v e d .  TIi1:s r e v c n u e  w l l ?  hc s u f f i c i e n t  t o  mcct  S o u t h  

C u r n b c r l a n d ' s  upcrntln[; c x y c n s c ~ c  f o u n d  teasonoble f o r  

r o t c - m n k l n C  p u r p o s c : ~ ,  s c r v i  CL' 1 t s  d c t , t ,  n n d  p r o v f  d c  n 

r c a s o n a b l e  s u r p l u s .  

2 .  T h c  fatccas  p r o p o s c d  b y  South C u m b c r l a n d  w o u l d  

p r o d u c e  r c v e n u c  i n  e x c e s s  o f  t h a t  i o r i n d  r c o s o n a h l c  h c r c f n  and 

should be d e n 1  ed. 

3. T h e  r e c o r d  h e r e i n  d c n o n s t r a t c s  t h a t  S o u t l i  

C u m b e r l a n d ' s  1 9 8 1  n n n u n l  r e p o r t  c o n t n i n s  d c f l c l c n c l c s  that 

s h o u l d  bc c o r r e c t e d  t o  1 ) ~ .  i n  c o n f o r m i t y  w l t h  C o m m i s s i o n  

r c I: u 1 D t 1 o 11 8 . 
IT IS T 1 1 I : I I ~ . i ~ O K E  O K 1 ) I : R E C  t I i . 1 1  t l  I. r n L ( * r :  f n Apjbc-ndl  x A 

b c  a n d  they I i e r c b y  a r c  a p p r o v e d  f o r  s c r v i c c  r c n d c r c d  b y  S o u t h  

C u m b c r l a n d  or1 a n d  i i t t c r  t h c  ( l o t i -  o f  t l i j s  O r d c s r .  

LT IS I.'IIKTilER O I ( D E K E 1 )  t h a t  t h c  ra tk.6 p r o p o s c d  hy  S o u t h  

C u n b e r l a n d  bc a n d  they h e r e b y  a r e  d e n i e d .  
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IT I S  F U K T H E R  0 R I ) E R L I . l  t L o t  S o u t h  C u m b e r l a n d  s h a l l ,  

w i t h i n  3 0  d a y s  of t l ic  d a t e  o f  t h i s  O r d e r ,  c o m p l y  w i ~ h  t l lc 

O r d e r  i n  Cast I!o. 7 1 3 2 .  

IT IS F U R T H E R  O R D C H E D  t h a t  w i t h i n  3 0  d a y s  f r o m  the 

d a t e  o f  tliis Orc?er S o u t h  C u m b e r l a n d  s h a l l  f i l e  w j t h  t h i s  

C o m m i s s i o n  i t s  r c v j s c d  t a r i f f  s h e e t s  s c t t l r r g  o u t  t h e  r a t r s  

approved h c t c l n .  

IT IS F t i X T l l E K  O K D E R E D  t h a t  Sout lr  C u m h e r l a n d  s h e l l  

t c v i s e  i t s  1 5 8 1  a n n u a l  r e p o r t  i n  c o n f o r m i t y  ui t h  a c c o u n t i n g  

p r a c t i c e s  B Y  p r c . s c r i b c d  by t h e  U n i f o r m  SysLcn of  A c c o u n t s  Lor 

Class C K o t c r  t i t i l i t l c > s  cis o d o p t c d  b y  t l t l s  C o m r , i i s s ~ o n .  

D o n e  at F r a n k f o r t ,  K e n t u c k y ,  t h i s  16th day Of May, 1983. 

1'U R L I c s t K v I C E c OMM I s s IO lx 

Vifcc C h a i r r a n  1 

ATTEST : 

Secretary 



A P P E N D I X  A 

A P P E N D I X  T O  AN O R D E R  OF T H E  KENTUCKY P U B L I C  SERVICE 
C O N H I S S I O K  I N  C A S E  NO. 8 6 7 2  D A T E D  M Y  16, 1983 

T h e  following r a t e s  and c h a r g e s  a r e  p t c s c r j b c d  f o r  t h e  

c u s t o m e r s  i n  t h e  area s e r v c d  b y  S o u t h  C u r n b c r l a n d  W a t e r  

D i s t r i c t .  A l l  o t h e r  r a t e s  and c h a r g e s  n o t  spccjflcelly 

mentioned h e r e l n  s h e l l  r e m a i n  t h e  same as t h o s e  I n  e f f e c t  u n d c r  

a u t h o r i t y  of t h i s  Commjssion p r i o r  to t h e  e f f e c t i v e  d a t c  o f  

t h i s  Order. 

5/8 X 3 / 4  I n c h  and 3 / 4  I n c h  M e t e r s  

F l  rs  t 2,000 Gallons ( M j n i r n u m  B i l l )  $ 9 . 5 0  Per Month 
Next 3 , 0 0 0  G a l l o n s  3.50 P e r  1,000 
N e x t  5,000 Gallons 2 . 5 5  Per 1,000 
A l l  Over 10,000 Gallons 1 . 6 0  P e r  1 , 0 0 0  

1 I n c h  Meter 

Ff rs t 5 , 0 0 0  c a l l o n e  ( b I 1 n i m u m  B f 1 1 )  $ 2 0 . 0 0  Per  Month 
Next 5,000 Gallons 2.55 Per 1,000 
A l l  Over 10.000 G a l l o n s  1.60 P e r  1,000 

1-1/2 I n c h  Meter 

Pi ret 1 2 , 5 0 0  Ca?lons (Eiinirnum R i l l )  $50.00 P c t  H a n t h  
A l l  O v e r  1 2 , 5 0 0  Gallons 1 .60  Pcr 1,000 

2 I n c h  H c t t - t  

F l  t s t  25,000 C ~ l l o n e  (E l ln imum R 1 1 1 )  $100.00 P e r  M o n t h  
A l l  Over 2 5 , 0 0 0  G a l l o n s  1 . 6 0  Per 1,000 



SERVICE C O K N E C T I O N  C H A R G E S  

5 / 8  X 3 / 4  I n c h  Metcr 
3 / 4  I n c h  M e t e r  

1 I n c h  Meter 
1 - 1 / 2  I n c h  M e t e r  

2 I n c h  and Larger 

$300 
300 
3 7 5  
7 3 5  

Actual Cost of Installation 
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